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EDITORIAL DEPARTMENT NOTE 


The so-called “breakdown” of the unemployment insurance account- 
ing system in New York State has been widely publicized in the 
press. Here is the inside story of what happened. 

In December, 1938, shortly after Milton O. Loysen was appointed 
Executive Director of the Division of Placement and Unemploy- 
ment Insurance, he selected a group of advisers which became 
known as the Reorganization Group. This Group represented four 
points of view. Harry K. Herwitz, who had long been associated 
with the Division, was appointed as liaison member because of his 
familiarity with the existing organization. Another member for a 
short time was William McCaw, whose connections with the Social 
Security Board at Washington qualified him to report the experi- 
ences of other states with their unemployment insurance procedures. 
Mr. Loysen appealed to the Chairman of the Committee on Opera- 
tions of the Unemployment Insurance State Advisory Council for 
someone to represent that Committee from the private accounting 
field who was accustomed to handling accounting documents on a 
large scale. As a result, the Advisory Council suggested Harry C. 
Gretz, Assistant Controller of the American Telephone and Tele- 
graph Co. Mr. Gretz consented to serve with the understanding 
that a member of his staff, Robert Bruce, would act as his alternate. 
Mr. Loysen engaged Jay M. Squire of the public accounting firm 
of Barrow, Wade, Guthrie & Co. as the fourth member of the 
group. 

Mr. Gretz and Mr. Bruce are both members of the New York 
Chapter of the N. A. C. A. Both have been connected with the 
American Telephone & Telegraph Co. or its subsidiaries since col- 
lege days. Mr. Gretz, when he graduated from the Evening School 
of Accounts and Finance of the University of Pennsylvania in 1909, 
had already been in the Bell System for six years. After serving 
various companies of the system during the next twenty years, he 
was advanced in 1929 to General Auditor of the Chesapeake & 
Potomac Telephone Companies in Washington, and in 1936 came to 
the parent company in New York as Assistant Controller. 

Mr. Bruce received his B.S. degree from Harvard College in 
1916. For the following ten years he was attached to the Long 
Lines Department of American Telephone & Telegraph Co., serving 
first as clerk in the general accounting office, then as District Chiet 
Clerk in the Charlotte, N. C., office and later as Methods Super- 
visor in the general accounting office. In 1926, Mr. Bruce assumed 
his present position as Accountant in the Methods Division of the 
Controller’s staff. He is an authority on the application of machines 
to accounting processes, the author of an article describing a 
Method of Classifying and Accumulating Material Used Data” which: 
appeared in the Bulletin just one year ago, and the present Director 
of Member Attendance for the New York Chapter. 
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REORGANIZATION OF THE 
UNEMPLOYMENT INSURANCE PROCEDURE 
OF NEW YORK STATE 


By Harry C. Gretz, Assistant Controller, 
and 
Robert Bruce, Accountant, Methods Division, 
American Telephone & Telegraph Co., New York, N. Y. 


— unemployment insurance situation in New York State of- 

fers a case history which may well find a place in the literature 
concerning accounting systems. This case has been widely, but not 
too accurately, publicized. The 117,000 employers who contribute 
to the New York unemployment insurance fund would probably 
like to know what is done with their money, and so the case should 
have general interest. 

Only a scant portion of accounting literature is devoted to sys- 
tem design and installation. The fundamentals of good system 
work are not well established, and the conflicting claims of com- 
petitive equipment salesmen have not clarified the situation. A 
careful analysis of this case may lead to recognition of at least a 
few fundamentals of good system work which are of general ap- 
plication. The system finally adopted was largely manual, so this 
presentation will clearly be without bias in favor of any equip- 
ment manufacturer. 


The Blame 


Where there has been a serious breakdown in procedure, it is 
natural to wonder who is to blame. This time it was definitely a 
case of too many cooks spoiling the broth. 

Unemployment insurance in New York State comes generally 
under the jurisdiction of the Industrial Commissioner. Under the 
Industrial Commissioner, responsibility is more directly in the 
hands of the Executive Director of the Division of Placement and 
Unemployment Insurance. At the time this story starts this Divi- 
sion had several bureaus, each under a Director, one of whom— 
the Director of the Bureau of Insurance Control—was charged 
with administering the unemployment insurance records. During 
the past year there was at least one change in the incumbent of 
each of these top positions. 
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Furthermore, there was no lack of outside help and advice by 
officials who were in a position to see that their advice was taken 
seriously. For various legal reasons, any procedure to be adopted 
must first be approved by the Comptroller and by the Budget Di- 
rector in New York State, and also by the Social Security Board 
in Washington. 

All of these responsible officials have been blamed for the state 
of things in one way or another, but each, individually, is innocent. 
Their ideas may not have been bad, considered separately, but 
they just didn’t fit together. Blame bureaucratic red tape, if you 
will, and you won’t be far wrong. This situation demonstrates the 
first fundamental principle of methods work: 


Responsibility for methods should be vested in a single 
qualified authority who is in a position to see that his plans 
are carried out, and who should be strictly accountable for 
the results. 


The present administration is to be commended for straighten- 
ing out the situation. Beyond this, let us omit any consideration 
of personalities, and confine the discussion to cold facts. 


Conditions in December, 1938 

In December, 1938, shortly after Mr. Milton O. Loysen was ap- 
pointed Executive Director of the Division of Placement and Un- 
employment Insurance, he selected a committee of advisers which 
became known as the Reorganization Group. A review of condi- 
tions by this Group confirmed prior reports that the claims section 
of the Division was in a most unsatisfactory condition. Benefit 
payments for many claimants were long overdue. About 323,000 
unadjudicated claims were piled up. Morale was at a very low 
point. There was a tendency to shift the blame for existing con- 
ditions, and for responsible officials to criticise the other fellow’s 
job, resulting in a total lack of co-operation. This attitude had 
spread down into the ranks, and a feeling of hopelessness pervaded 
the entire organization. 

A review of the unadjudicated claims indicated that little dif- 
ficulty was then being experienced with original claims. The main 
difficulty was due to additional claims, i.e., the so-called “‘second or 
subsequent request” cases, where benefit rights had been deter- 
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mined on an original claim and certifications for payment had been 
started, but where the benefits had subsequently been interrupted 
because the claimant had secured employment, and later he had 
again become unemployed and thereupon had filed an additional 
claim. A determination of the balance of the claimant’s unused 
benefit rights was required in such a case, but this was difficult 
to ascertain on the basis of the Division’s records. Additional 
claims of this sort were piling up rapidly, and the Reorganization 
Group decided that it should first set up a method for taking care 
of these determinations before attempting to develop a complete 
method for processing all claims. 


Former Procedure for Starting Payments 


To understand the situation, it is necessary to know something 
of the procedure then in effect. Under that procedure, when a per- 
son became unemployed he filed a claim at one of the local offices. 
This claim was forwarded to the central Bureau of Insurance 
Control (hereinafter referred to as the “B.I.C.”) where his rec- 
ord of employment was used to calculate his benefit rights. If his 
previous earnings were found to be sufficient to entitle him to bene- 
fits, the results were recorded on two mechanisms which served to 
produce and control the payments. The first was an addressing 
machine plate showing social security account number, name, ad- 
dress and weekly benefit rate; and from this the checks were to be 
prepared. The other was a tabulating card, Figure 1, showing, 
in Columns 1 to 45, the information necessary to control the bene- 
fit payments. The day of week corresponding to the day of regis- 
tration was shown both on the Control Card (Column 67) and on 
the addressing machine plate, and both were filed by day of week, 
with all of Monday’s registrations in one file, all of Tuesday’s in 
another, etc. 

The claimant was required by law to undergo a waiting period 
of several weeks, and unless advice to the contrary was received 
the Bureau assumed that the claimant was still unemployed at the 
end of that time. After the required waiting period had elapsed, 
the tabulating control cards for the appropriate week, Columns 
38 and 39, were used to print a list of payments to be started. This 
list was matched with the file of addressing machine plates for the 
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same day of the week, and a tray of plates was set up to cover the 
listed items. 

The control cards were returned to file and the addressing ma- 
chine plates were used to prepare two documents, a check and a 
validation card. The check was forwarded to the Department of 
Audit and Control (hereinafter referred to simply as the Comp- 
troller) where it was held pending further advice. The validation 
card was mailed to the claimant, who was expected to sign and 
mail it to the Comptroller, after certifying thereon either that he 
was still unemployed and entitled to benefits for the week in ques- 
tion or that he had become employed. The Comptroller matched 
the card with the corresponding check and either forwarded the 
check to the Department of Taxation and Finance for signature 
and mailing to the claimant or cancelled the check and returned 
it to the B.I.C., as appropriate. 

This procedure is outlined in the left portion of Figure 2. 
Where payments were in order, the end results were that the 
claimant had his money, the Comptroller had the validation card 
certifying to the correctness of the payment, and the B.I.C. had 
the control card showing the weekly amount of payment and week 
of first check. The unorthodox aspects of the procedure were (1) 
the control card used in place of the usual ledger record, and (2) 
the preparation of checks without positive information that they 
should be issued. Watch the developments with respect to these 
features. So far no trouble. 

On the corresponding day of each week thereafter, Column 67, 
until further notice, payment became automatic, as outlined in the 
right half of Figure 2. The tabulating cards which had become 
exhausted, as shown by the termination week punched therein, 
Coiumns 40 and 41, were mechanically removed and listed. These 
control cards were appropriately punched to indicate termination, 
and the listing was used as a basis for removing the addressing 
machine plates for terminated items. The remaining active file of 
plates was used to prepare the succeeding week’s checks and vali- 
dation cards, which were handled as before. 

The end results were the same as in the first week, with the ad- 
ditional feature that the B.I.C. now had a completed file of tabu- 
lating control cards covering claims which had run to exhaustion. 
Still no trouble. 
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Former Method of Discontinuing Payments Prior to Exhaustion 


Now we should examine the methods of discontinuing payments 
prior to exhaustion. First let us consider the intended method, as 
outlined in the left half of Figure 3. Suppose the claimant was 
employed irregularly ; let us say he was a carpenter. Assume that 
he was unemployed between jobs only long enough to be entitled to 
two checks, and that in the third compensable week he was re- 
employed. The automatic procedure went right along and pro- 
duced his third benefit check and validation card nevertheless. 
When he received the validation card, he was expected to return it 
to the Comptroller with the explanation that he was now employed. 
The Comptroller would void the corresponding check and return 
it with a suitable listing to the B.I.C. The latter would then pull 
the tabulating control card from the active file and punch in Col- 
umns 46 and 47 the coded serial number of the week in which the 
last check was issued, minus one week to allow for the voided 
check. The number of checks issued between the starting week 
and the punched week of last check, inclusive, two in this case, 
was also computed and punched in the control card, Columns 48 
and 49. The control card removed from the file was used in the 
preparation of a list notifying the custodian of the plate files to 
destroy the addressograph plate concerned. This stopped all future 
payments. The residual rights of the claimant were then auto- 
matically computed and punched in Columns 50 to 63 of the con- 
trol card; viz., amount of benefit paid, duration balance in terms 
of weeks, and benefit balance in terms of dollars. 

The end results up to this point were as follows: The claimant 
had the money to which he was entitled, and the Comptroller had 
validation cards to justify the two payments. The B.I.C. had the 
voided third check. It also had a control card showing the num- 
ber and amount of payments actually made. But the card also 
showed that this number was something less than the maximum 
which the claimant might eventually receive, so the card was not 
placed in the completed file. A third file was created for these in- 
active items which were not yet exhausted. Trouble growing out 
of this arrangement suggests another fundamental principal of 


methods work: 
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Control records, whether tabulating cards or other loose 
leaf documents, may safely be subdivided into two files. 
expressing yes or no, positive or negative, active or inactive, 
etc.; but further subdivision is hazardous and may lead to 
complete loss of control. 


Under the foregoing procedure future payments were effectively 
stopped after receipt of the voided check, but in actual practice the 
time it took to complete the cycle was so great that before the 
voided check was received from the Comptroller, still another 
week’s check and validation card may have been prepared. Here 
we see two symptoms of trouble brewing: (1) a partly paid tabu- 
lating control card in lieu of a ledger, but punched in such a man- 
ner that it is unfit for further use if an additional claim should 
subsequently come in from the same claimant, and (2) perhaps 
one or more additional checks outstanding in the pending files of 
the Comptroller, and three or more checks, instead of two, charged 
to the claimant. It is now apparent that malpractice will result 
from the two unorthodox features previously mentioned: the ab- 
sence of a true ledger record, and the preparation of checks with- 
out positive orders. The further development of these two condi- 
tions should be watched. 


The assumption that our carpenter would conscientiously return 
the excess validation card to the Comptroller puts too much strain 
on human nature. What was there in it for him? Perhaps he 
didn’t have time. It was much easier to use the waste basket, and 
he did. The right side of Figure 3 shows the result. Possibly no 
voided check ever reached the B.I.C., the control card continued 
to function until exhaustion, Uncle Sam’s postal force felt a wave 
of prosperity, the carpenter’s waste basket filled up with validation 
cards, and the Comptroller accumulated the useless checks. It 
should be axiomatic in methods work that: 


A certain percentage of human beings can be depended 
upon to do the wrong thing unless they are closely super- 
vised, particularly when it is not to their personal advantage 
to do the thing expected of them. 
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Voided Checks and Stop Cards 


Now came the first complaint ; the Comptroller’s check file was 
becoming too burdensome. In less than a year something over 
three million useless checks were prepared in this fashion; so the 
situation could not long be ignored. Arrangements were made to 
have the Comptroller void checks periodically which he had held 
for more than four to six weeks. The signature corner of these 
checks was cut off, and the checks were returned to the B.I.C. with 
suitable lists. 

Now comes a curious development. Instead of manually pulling 
the control cards out of the active file when voided checks were re- 
ceived, a decision was made to “go modern” and do everything 
mechanically. As a means to this end, a tabulating “Stop Card,” 
Figure 4, was key punched for each voided check. Thereafter, as 
control cards for each day of the week were prepared for use, they 
were first run through a collator with the accumulated stop cards 
for that day of the week in order to remove, mechanically, the 
control cards and stop cards which matched. 

If there was an error in punching the day of the week, the two 
cards failed to connect. If the control card had previously been 
transferred to the inactive or completed file, connection would also 
be missed. If (to get a little ahead of our story) the control card 
had previously become inactive, then later was put back into cir- 
culation through the filing of an additional claim, the tardy stop 
card might check the second round of activity of a control card 
which should be kept running. These are just a few of the com- 
plexities introduced with the mechanical stop card. In general, 
this violated two good rules: 


Very ingenious mechanical procedures should be viewed 
with suspicion because all contingencies can seldom be fore- 
seen. 

Machines can’t think. Where judgment is required, there 
is no substitute for the human being. 


If and when the control card was caught, the field headed “Wk. 
Last Ck. Issued” was not punched to show the coded serial num- 
ber of the preceding week, which was actually the week the last 
check was issued. Instead, to allow for the one check voided by 
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the Comptroller, the next lower weekly serial number was punched 
notwithstanding the fact that the voided check may have been 
dated from four to six weeks previously. This punching of a false 
date was later to cause a great deal of confusion. It is funda- 
menial that: 


False information should never be deliberately entered in 
a record, no matter how urgently convenient that may be. 


Addressing machine plates corresponding to stopped control 
cards were, of course, destroyed. The number of checks issued, 
Columns 48 and 49, was automatically computed and punched into 
the control cards from information shown as the “week of first 
check,” Columns 38 and 39, and the “week last check was issued,” 
Columns 46 and 47. Likewise, the indicated residual rights, Col- 
umns 50 to 63, were automatically computed and punched, al- 
though this information was incorrect so long as other unclaimed 
checks were outstanding in the Comptroller’s office. 

Later, week by week, as the Comptroller continued to void the 
excess checks, the control card was supposed to be located me- 
chanically by means of other stop cards. As each check was 
voided, the “week last check was issued” and the “number of 
checks issued” had to be reduced by one, and the residual rights 
had to be correspondingly increased. But the holes in the old 
control card could not be plugged up, so it was necessary each 
time to prepare a new control card which was a duplicate of the 
old one except for these altered figures, which disregarded the 
principle that: 


A control record should never be duplicated, lest confu- 
sion result from the two records. 


This elaborate procedure was merely treatment of a symptom 
rather than removal of the cause of trouble. In lieu of a ledger 
record, there now existed one or more control cards which might 
be in an active file which was subdivided according to days of the 
week, or in use at the machines, or they might be in. an exhausted 
file or in a part-paid pending file. In each of these cases the 
control card or cards might be supplemented by one or more 
stop cards, representing voided checks, which had not caught up 
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with the corresponding control cards. We won’t discuss the enor- 
mous possibility of clerical errors which this system invited. 

Another means adopted to halt the issuance of excess checks 
was to have the local office send to the B.I.C. a “dummy” valida- 
tion card stamped “Invalid” whenever the claimant failed to make 
his periodical visit. This card, sometimes called a “stop order”, 
served to notify the B.I.C. to stop payments. These stop orders, 
when received in the B.I.C. were treated in a manner quite 
similar to voided checks received from the Comptroller. Stop 
cards were punched and sent to hunt mechanically for the cor- 
responding control cards. In those days a claimant was only 
required to report once a month, so this device was not promptly 
effective. Furthermore, the local offices were organized pri- 
marily as placement bureaus, not as insurance agencies, and it 
was quite easy for them to forget to perform the insurance func- 
tion of preparing an invalid dummy validation card. This again 
violated the axiom previously mentioned, that: 


A certain percentage of human beings can be depended 
upon to do the wrong thing unless they are closely super- 
vised, particularly when it is not to their personal advantage 
to do the thing expected of them. 


This is so important, and so often forgotten, that it is worth 
restating. 

The procedure was patched up in other respects from time to 
time as new symptoms of trouble developed and as new authorities 
took over the reins. It is not necessary in the development of our 
theme to go farther into these many details. Enough has been 
presented to show the hopelessness of getting action on an addi- 
tional claim under the conditions which had developed. 


The Breakdown of Processing of Additional Claims 


From what has been said, it should be clear that if the record 
of previous employment was adequate (to make matters worse, 
it wasn’t) the claimant would get his money for his first spell 
of unemployment. If, however, for any reason payments were 
stopped before exhaustion of his rights, there was no dependable 
record of the payments which had actually reached him. There- 
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after, if the carpenter previously used for illustration were to 
finish another job and apply for a continuation of his benefits, 
he would possibly be told that checks had been written for all of 
the benefits which he had coming to him. No way was provided 
to determine how many unissued checks in his name were being 
held by the Comptroller, or how many were represented by stop 
cards which had never caught up with the control cards. 


Usually the carpenter protested at the local office, when he 
found that no money was forthcoming. Sometimes he went to his 
Assemblyman. More often he complained to his labor union. 
Occasionally he wrote to the newspapers about his troubles. At 
the peak, there were 460,000 undetermined claims, original and 
additional, stacked up in the unemployment insurance division. 
The pressure to “do something” became terrific. 


When systems break down, if the pressure is great enough 
some way to crash through the blockade usually develops spon- 
taneously. This may furnish a clue as to the most natural remedy 
to apply. In this case there were two such developments. 


“Form 460” 


As a result of various patches applied to the system, by mid- 
July the validation cards were being signed by the claimants in 
the local offices instead of being returned by them directly to the 
B.I.C., and each local office was keeping a more or less complete 
record of cards signed by claimants certifying as to their rights 
to payment. This was the beginning of something approaching 
the traditional ledger which should have been maintained some- 
where from the beginning. 


When a delay in payment became unbearable, a “Form 460” 
was initiated by the local office, giving the B.I.C. a transcript 
of the local office record. This form was originally designed 
merely as a tracer, but as pressure grew it eventually became a 
basis for payment. If the original control card were found to be 
in disagreement with Form 460 or if the control card could not 
be found at all, a new control card was prepared to show the 
residual rights indicated by Form 460, and payments were 
resumed. 
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In the meantime, perhaps payments were also resumed some- 
how on the basis of the old control cards, and then there were 
two sets of payments going on for the same claim at the same 
time. 


A control record should control. No other record may 
serve simultaneously as a substitute. 


That was the source of most of the duplicate payments which 
were given so much publicity. Nobody knows the exact extent 
of this duplication. In the course of the “clearing up” procedure 
described below, about 40,000 claimants were found to have dupli- 
cate control cards, and in some 3,000 of these cases overpayments 
are known to have occurred. This probably covers the greater 
part of the overpayments, and it is believed that any further 
overpayments could not readily be collected, if disclosed, so prob- 
ably no appropriation will ever be made to finance a precise 
determination as to what the true situation really was. 

For the purpose of our discussion, it will be well now to recall 
our previous statement of the two unorthodox things about the 
procedure which promised to give trouble, and to see how force 
of circumstances was tending to right these wrongs: (1) The 
control card which started out to be used in place of the usual 
ledger record finally developed into many cards for each account, 
and these could not be brought together to show the true status 
of the account. A ledger record of a sort was consequently being 
forced gradually into use in the local offices. (2) The preparation 
of checks without positive information was gradually yielding 
to a system under which the positive information shown by the 
local office on Form 460 was used as the basis for check prepara- 
tion, although the resulting dual system of initiating checks led 
to confusion worse confounded. 


Intermittent Workers 


The second means which developed for crashing through the 
blockade was superficially quite different, but involved the same 
two fundamentals. 

Under the law there was no provision for insuring partially 
employed workers. Factory employees who worked three days 
a week, i.e., half time, got no benefits. But soon some bright 
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person evolved the idea that if they worked a full week of six 
days, alternating with six consecutive days of lay-off, each lay-off 
would comprise a full week of unemployment. After the legal 
waiting period, benefits would be payable for such lay-offs. Fac- 
tory managers in many cases collaborated with their employees 
to take advantage of this legal technicality. 

The control card system was obviously too sluggish to handle 
such intermittent in-and-out spells of unemployment. Further- 
more, the situation with respect to additional claims was becoming 
so clogged that payments for intermittent unemployment would 
never get through. So another procedure was devised for these 
cases. The B.I.C. would set up a hand-written ledger for each 
person declared by the local office to be an “intermittent worker.” 
At the end of each week of unemployment the worker would 
sign a pay order at the local office. This would be sent to the 
B.I.C. where it would be hand-posted to the ledger, and a check 
would be typed. 

The next development shows how poor systems tend to right 
themselves under pressure. Some clever individual invented the 
fiction that the working period of an “intermittent worker” might 
be shrunken to the vanishing point so that he would alternately 
be laid off for two weeks, then work none, then another two weeks 
of lay-off, then again none of work, and so on. This scheme was 
effective. A local office manager who knew the ropes could get 
checks for his claimants every two weeks merely by syntheti- 
cally labeling them “intermittent workers,” ‘even though they were 
totally unemployed ! 

What have we in this case? Simply the same two old funda- 
mentals in new dress. (1) The traditional ledger forced itself 
into use, this time in the form of the intermittent worker’s ledger 
in the central B.I.C. (2) Checks were issued on the positive 
evidence of a pay order. 


The Reorganization Group 

Such was the state of things in December, 1938, when the Re- 
organization Group was formed. Analysis of the situation 
showed that there were two phases to the problem: (1) some 
method had to be found for breaking through the jam of accu- 
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mulated claims, and (2) a more workable procedure had to be 
developed in time to become effective with the new benefit year, 
which would begin as of April 1, 1939. 


Clearing Up the Jam 

When the Reorganization Committee started its work, the 
confusion had become so great that the Administration had 
decided to stop all payments on additional claims until all claims, 
control cards, voided check credits, stop notices, and Forms 460 
could be sorted into one continuous sequence by social security 
number, so that they could be matched up and actua! residual 
rights determined. Meanwhile, the processing of original claims 
continued. This was the situation which probably led to con- 
flicting testimony before a Legislative Investigating Committee 
as to whether the system broke down completely. The facts are 
that there was a complete stoppage of additional claim cases by 
order of the Executive Director, but a fairly satisfactory condi- 
tion with regard to original claims. 

The documents relating to additional claims were subdivided 
into six blocks of social security numbers to facilitate handling. 
By December 29, the first group of documents had been matched 
and on January II payments were resumed. The sixth group 
was matched by January 16 and payments on this group were 
resumed on February 3. On January 20, the accumulated back- 
log began to be reduced as a result of this activity, as shown on 
the chart, Figure 5. 


Interim Pay Order Procedure (Form 499) 


When the documents were matched, many cases were found 
which still could not be solved, due to the filing of multiple claims, 
creation of duplicate control cards, missing documents, etc. To 
meet this situation the so-called “499 procedure,” or interim pay 
order procedure, was devised. 

Under this procedure, all information available in the B.I.C. 
was transcribed to a combination case record and ledger, Form 
499, which was then sent to the local office for completion of 
the case history to date. The claimant was called in and asked 
to sign a pay order for the balance due him, as shown by Form 
499. He then had an opportunity to question the determination. 
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When Form 499 was returned to the B.I.C., it was used 
as a longhand ledger record of the claimant’s account. The first 
payment was made in accordance with the positive pay order 
which was usually attached by the local office to Form 499. 

Where this procedure was used, the local office records were 
suitably stamped to indicate that the claimant in question was 
no longer to be paid under the old automatic procedure. There- 
after, if the claim continued, the claimant signed a weekly pay 
order on each reporting date; the pay order was posted to Form 
499 by the Bureau of Insurance Control; and the check was pre- 
pared by typewriter and forwarded to the Comptroller for audit- 
ing, signing and mailing to the claimant. 

At this point it might be interesting to examine the chart in 
Figure 5 showing the status of the backlog of claims from about 
the time the Reorganization Committee began to function until 
the situation was definitely under control. 

The inauguration of the “499 procedure” is mraked by the 
letter “A” on this chart. Two points should be noted in this 
connection: First, where two or more claims had accumulated 
from the same claimant, these were counted as separate cases 
prior to point “A.” As matching continued, these multiple claims 
were consolidated and counted thereafter as only one case per 
claimant. Therefore, some of the gains indicated on the chart 
at about this time were really the result of a change in method 
of counting rather than progress in settling the claims. Second, the 
Reorganization Committee did not consider that a claim was 
settled by the B.I.C. when a Form 499 was forwarded to the 
local office. Settlement was not considered complete until the 
payment of arrears had been made or until a local office certified 
that no payment was in order. An area representing claims 
outstanding at local offices has, therefore, been shown on the 
chart. 

Because of the inadequte records in the local offices for the 
early part of 1938, not all Forms 499 could be completed by the 
local offices. Any cases which involved payments on original 
claims prior to the middle of July, 1938, had to be returned to the 
B.1.C. for further investigation. These returns began to accu- 
mulate at the point designated “B” on the chart. 
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At one stage of the process, a considerable quantity of tracers, 
Form 460, was found which had been processed up to the dates 
of the resepective tracers, but no further payments had been 
made upon them. It was decided to return these to the local 
offices for incorporation in the “499 procedure,” and the result 
is reflected on the chart by the rise at point “C.” 

When this chart showed that the local offices were not return- 
ing Forms 499 promptly, it was decided to assign a man familiar 
with local office procedure to the job of bringing pressure to bear 
on the local offices to keep the papers moving. He undertook 
this task at the point marked “D” on the chart, with obviously 
satisfactory results. This was the first step toward setting up 
adequate supervision of the insurance function in the local offices. 

When everyone had become familiar with the “499 procedure,” 
it was decided to abandon the old automatic procedure entirely, 
in so far as additional claims were concerned. Beginning at point 
“FE” on the chart, local offices originated at once a Form 499 for 
each new additional claim and payments were started without 
further delay. By thus choking off the inflow of new additional 
claims, further gains were made in reducing the backlog. 

At point “F,” original claims for the new benefit year began to 
accumulate. 

At March 22, the analysis by the Reorganization Group was 
discontinued so that full attention might be given to the procedure 
for the new fiscal year beginning April 1; therefore the chart 
ends at this point. At April 1 there remained only about 20,000 
undetermined claims of all classes, all of which were beyond hope 
of mass production. These difficult cases are being worked on 
individually by a specialized group, and at this writing (early 
June) only about 400 claims remain, all of which are the subjects 
of correspondence. 


Establishment of a Permanent Procedure 


The determination of benefit rights depends upon earnings 
during a base year which changed at April 1. In order to avoid 
a mid-year change in procedure, every effort was made to devise 
a permanent procedure in time to be effective April 1. This 
work had to progress, therefore, simultaneously with clearing 
up the backlog of undetermined claims previously discussed. 
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Utilizing the experience gains under the “499 procedure” for 
clearing up the additional claim backlog, a very similar positive 
pay order procedure was devised with some refinements. 

Under this new procedure when a claimant files an original 
claim, the field office establishes a local office record, the so-called 
“Numerical Index Card,” on which are recorded the claimant’s 
account number, name, address and date of filing. At the same 
time, similar data are transcribed to an “Identification Card” 
which is given the claimant. The claimant is required to record 
his signature on both cards and to produce his social security 
account number card. The original claim form is then sent to 
the Claims Bureau, which is the present equivalent of the old 
B.1.C. 

From here on the benefit claim procedure logically separates 
into two parts, viz., the determination of benefit rights and the 
payment of benefits. 


Determination of Benefit Rights 


Figure 6 shows in outline form the essential steps in the deter- 
mination of benefit rights. Upon arrival of the original claim 
in the Claims Bureau, it is received by the Examining and Sorting 
Unit, where it is reviewed for completeness and legibility and 
sorted by social security number. The Checking Unit then checks 
the claims against master cards furnished by the Social Security 
Board to determine the correct association of name and number. 

The claims are then referred to the Visible History Unit where 
the record of each claimant’s wage earnings, as reported by his 
employers, is associated with his claim. This Unit gets its name 
from the earnings history which is visibly printed from punched 
tabulating cards. If no Visible History Record is found, notice 
of “ineligibility due to no covered employment” is originated. 

At this stage the Audit Unit of the Comptroller’s Department 
comes in to verify the association of the Visible History Record 
card with claim card and to scrutinize this earnings record for 
suspected errors. To date this verification is disclosing consider- 
able error in the wage records, even though at best this verifica- 
tion is limited to apparent inconsistencies. The Reorganization 
Group is now studying ways and means of improving this record. 

Following this audit, questioned claims are routed through an 
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Exceptions Unit where the suspected discrepancies are ironed 
out. Satisfactory claims are routed to the Computation Unit 
where computations are made which result either in a determina- 
tion that the claimant is ineligible due to insufficient earnings or, 
if eligible, in a calculation of the weekly rate and duration of 
his benefits. For each ineligible, a notice of such “ineligibility 
due to insufficient earnings” is orignated and sent to the field 
office where it is noted on the claimant’s Numerical Index Card 
and then mailed to the claimant. 

For eligibles, a Benefit Ledger Card, Figure 8, is typewritten 
in the Ledger Preparation Unit. This form is a five-part form, 
with carbonized areas arranged to duplicate on the several parts 
only the pertinent portions of the information shown on the ledger 
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card. The original ledger card is routed to the Comptroller 
for use in recording actual benefit payments. The second part 
is routed to the local office where the statement of benefit rights 
is noted on the Numerical Index Card. It is then held pending 
the next visit of the claimant, at which time it is given to him. 
The claimant then has the complete data from which his benefit 
rights have been determined and in case of a dispute this record 
makes it easy to fix the points at issue. 

The third copy also goes to the local office where it is held 
during the waiting period and to the end of the first compensable 
week when it is used as the “continued claim” or pay order for 
the first compensable week, provided the claimant has complied 
with all requirements. 

The fourth copy, a complete carbon of the ledger card, is 
routed to the Bureau of Research and Statistics and the fifth 
copy, without the record of covered employment, is routed to the 
Social Welfare Division of the Department of Labor. 

At this point some explanation of the results obtained under 
this procedure, as shown in chart form in Figure 7, seems to be 
in order. Figure 7 is drawn to the same scale as Figure 5, so 
that conditions in the two periods can readily be compared. It 
shows the daily number of undetermined claims on hand, by units 
of organization. 

Due to peculiarities in the law, as interpreted by the Appellate 
Division, claims for the new benefit year might be filed under 
certain circumstances as early as March 6. In other cases, claim- 
ants receiving benefits on March 31 would be entitled to benefits, 
without interruption, under new rates on April 1. The bulk of 
the new year’s claimants, however, were eligible to file claims 
on March 27 (the beginning of the first full week which ter- 
minates on a day in April), and would thereafter have to serve a 
full waiting period of three weeks. Provision was made under 
the new procedure for each of these three types of transition. 

Not all eligible claimants filed promptly. On April 11, the 
peak of undetermined claims for the new benefit year was reached 
—just over 200,000. Since then there has been steady improve- 
ment in the results obtained by the Claims Bureau, as shown on 
Figure 7. 
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Until the last week of April, certain Civil Service restrictions, 
combined with difficulties encountered in getting the quarterly 
budget approved, made it impossible to hire the number of quali- 
fied typists necessary to type benefit ledgers and notices of benefit 
rights. Much of the new backlog was in this unit. As indicated 
by the chart, these conditions have now been cleared up. 

The only remaining difficulty is found in the Visible History 
Exceptions Unit. Until exceptions were actually received in 
volume, it was not possible to determine the nature or quantity 
of work which this unit would be required to perform, and it 
was not properly organized during April. This problem has since 
been satisfactorily solved. 

In other respects, as the chart shows, the situation with respect 
to determination of benefit rights is now definitely under control. 
Current indications are that the number of undetermined claims 
on hand, of all kinds, will settle down to a normal figure of 
about 15,000,* or three days’ receipts. 


Payment of Benefits 


Following are the essential features of the procedure as it is 
now operating in the payment of benefits. Figure 9 shows the 
work flow diagram. 

When the claimant has completed his first compensable week, 
he must appear at his Local Office at a designated time and fill 
in the continued claim, or pay order form, which was the third 
part of the ledger card assembly. The signing of this form is 
noted on the Numerical Index Card held in the local office file 
and on the Identification Card held by the claimant. 

The form is then routed to the Central Claims Bureau where 
it is yeyiewed and a control total, by batches, is established. The 
form is f used for setting up an addressograph plate. The 
plates are usethto prepare a warrant listing which is footed and 
checked against thatch control amount, and also to prepare the 
first check and stub. im 

The addressograph stub “eg. the check may be used as the next 
week’s pay order. When the “Gaimant visits the Local Office at 


* Since this was written, further progréss has been made and the actual 
number on August 4, 1939 was just under 16,000. 
‘ 
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the designated time, following each subsequent compensable week, 
he signs the stub attached to a prior week’s check, and from 
there on the operations are the same as for the first compensable 
week. 

The checks with the accompanying warrant and the signed pay 
orders are routed to the Comptroller where they are posted on 
the ledger record. The warrant is then certified by the Comp- 
troller and is sent with the checks to the Department of Taxation 
and Finance where the checks are signed and mailed, with stubs 
still attached. 

In case the claimant visits the Local Office at the designated 
time without the stub, a desk form is initiated in the field office 
and processed with other stubs as outlined above. 

When a claimant obtains employment, or otherwise fails to 
qualify for benefits, no pay order is issued and payments stop. 
If he later files an additional claim for benefits, the Local Office 
already has a record as to his status and pay orders can be re- 
sumed without delay on the end of any waiting period required 
by law. If, through any mischance, the Local Office should 
release a pay order for a wrong amount, or in excess of the 
number of payments to which the claimant is entitled, the error 
would be detected by the Comptroller while posting the ledger 
record, and payment would not be made. 


Conclusion 

The unsatisfactory psychological condition previously men- 
tioned is gradually disappearing. In early March, a few em- 
ployees were openly betting that the new procedure could not 
be made to function before mid-April or even May 1. With 
the actual functioning of the procedure, this defeatist attitude 
has entirely disappeared. As conditions have improved, the need 
for self-preservation and “‘face-saving” has diminished and con- 
sequently the lack of co-operation which accompanied the earlier 
defeatist attitude has been remedied to a large extent. 

Setting up a procedure is one problem, and making it operate 
is another. There will be rough spots to be smoothed out as 
experience is gained, and this condition may extend over a year 
or more. 
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In the meantime, out of the 5,000 claims filed daily, there will 
inevitably be a certain small number of cases which, for one 
reason or another, do not reach a prompt settlement. Because 
of the spotlight which has been thrown on the previous serious 
situation, these isolated cases may receive magnified publicity. 
The fact remains, however, as shown by the charts, that the 
great body of unemployment insurance claims in New York State 
are now reaching a prompt settlement. 

In presenting this paper we wish to acknowledge our indebted- 
ness to Professor Herman A. Gray, Chairman of the Unemploy- 
ment Insurance State Advisory Council on Social Security, and 
to Mr. Milton O. Loysen, Executive Director of the Division 
of Placement and Unemployment Insurance, both of whom very 
kindly read the manuscript and agreed to its publication, and to 
Mr. Karel F. Ficek, whose many valuable suggestions have greatly 
improved the accuracy and clarity of the original draft which he 
reviewed. It is hoped that this presentation may lead to a sym- 
pathetic understanding by employers of the problems involved 
and that it will demonstrate that rapid progress is being made 
toward a solution of those problems which will be satisfactory to 
all concerned. 
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